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SUBJECT: PROPOSED ADB LOAN FOR SHA TIN SEWERAGE TREATMENT PROJECT 
(HONG KONG) 

REF: (A) MANILA 12959 (B) TREASURY 75-156 (C) HONG KONG 11252 

1. ADB BOARD OF DIRECTORS, IN MEETING 9 OCTOBER, APPROVED 
US$20 MILLION EQUIVALENT LOAN FROM ORDINARY CAPITAL 
RESOURCES TO HONG KONG GOVERNMENT TO HELP FINANCE FOREX 
COST STAGE 1 OF PERMANENT SEWERAGE TREATMENT WORKS TO 
SERVICE NEW TOWN OF SHA NIN IN HONG KONG NEW TERRITORIES. 

PRESS RELEASE BEING POUCHED. 

2. ALL DIRECTORS WHO SPOKE SUPPORTED LOAN. HOWEVER, 

SRI LANKA ALTERNATE DIRECTOR AND INDONESIAN DIRECTOR 
STRESSED THAT FURTHER BANK LENDING TO HIGH INCOME MEMBER 
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POSITION INADEQUATE TO MEET LOAN DEMANDS FROM POOR 
COUNTRIES. ADB PRESIDENT SAID THAT LOANS TO HIGH INCOME 
COUNTRIES, CURRENTLY HONG KONG AND SINGAPORE, WOULD BE 
RELATIVELY SMALL AND FEW IN NUMBER AND FOR FIRST TIME, 

WILL BE CHARGED A HIGHER INTEREST RATE. HE SAID THAT 
LOANS ARE NECESSARY TO MAINTAIN SUPPORT FOR BANK AND 
THESE COUNTRIES ARE ALSO STILL DEVELOPING. IN SUPPORTING 
BANK LOAN, U.S. ALTERNATE DIRECTOR AND OTHER DIRECTORS 
CONCURRED IN PRESIDENT S POSITION AND NOTED THAT HIGHER 
INTEREST RATE OF 9.5 PER CENT SUBSTANTIALLY REDUCED SUBSIDY 
ELEMENT. THEY ALSO SUPPORTED IN VARYING DEGREES FOCUS OF 
SEWERAGE PROJECT ON SOCIAL NEEDS OF POOR. 

3. AT END OF DISCUSSION, ADB PRESIDENT STATED THAT 
THIS HIGHER INTEREST RATE LOAN HAD ATTRACTED RENEWED 
COMMERCIAL BANK INTEREST IN PURCHASING PARTICIPANTS. 

SO FAR THREE BANKS INDICATED INTEREST IN ABOUT 
$800,000. 

SULLIVAN 
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